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RD I nstruction 1951-D
Part 1951 - SERVI O NG AND COLLECTI ONS

Subpart D - Final Payment on Loans
8§1951. 151 Purpose.

This subpart prescribes authorizations, policies, and procedures of the
Farm Servi ce Agency (FSA), Rural Housing Service (RHS), Rural Wility Service
(RUS) for its water and waste prograns, and Rural Busi ness-Cooperative Service
(RBS), herein referred to as “Agency,” for processing final paynent on all
| oans. This subpart does not apply to direct single famly housing custoners
of the RHS. (Revised 12-23-96, SPECI AL PN)
8§1951.152 Definition. As used in this subpart:

Mortgage includes real estate nortgage, deed of trust, or any other form
of security instrunent or lien on real property.

8§1951. 153 Chattel security or note-only cases

(a) If aloan secured by both real estate and chattels is paid in full,
the chattel security instrument will be satisfied or released in
accordance with Subpart A of Part 1962 of this chapter

(b) Wien a loan is evidenced by only a note and the note is paid in
full, the County Supervisor will deliver the note to the borrower in the
manner prescribed in §1951.155(c) of this subpart.

81951. 154 Satisfaction and rel ease of documents

(a) Authorization. The County Supervisor and District Director are
authorized to execute the necessary rel eases and satisfacti ons and
return the security instrunments and rel ated docunments to the borrower.
Satisfaction and rel ease of security docunents takes place:

(1) Upon receipt of payment in full of all amounts owed the
Covernnent, including any anounts owed to the | oan insurance
account, subsidy recapture anounts, all |oan advances, and/or other
charges to the borrower's account;

(2) UWpon verification through the account information (Al) screen
that the amount of payment received is sufficient to pay the ful
amount owed by the borrower; or

(3) Wien a conpronise or adjustnent offer has been accepted and
approved by the appropriate Governnment official in full settlenent
of the account and all required funds have been paid.
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RD I nstruction 1951-D
§1951. 154 (Con.)

(b) State supplenent . The State Director, with the advice of the
Ofice of the General Counsel (O3C), will issue a State suppl enent and
the necessary forns for releasing or satisfying real estate security
instruments. Any unusual cases that are not covered by the State

suppl ement will be handl ed in accordance w th advice obtained from OGC

(c) Lost note. Wen a paid-in-full note is not avail abl e because it
has been | ost, m splaced, or destroyed, the County Supervisor will
obtain fromthe State Ofice a formof affidavit of |ost note to be
executed by the County Supervisor and, if appropriate, the holder of the
note, respectively. After the affidavit has been executed, the rel ease
or satisfaction nay be processed in the usual manner as provided in the
State suppl enent, except that the affidavit will be used in lieu of the
lost note. The original affidavit will be delivered to the borrower and
an executed copy will be retained in the borrower's case file. If the
foregoing is not sufficient under State lawto effect rel ease of the
nortgage, the case will be handled in accordance w th advi ce obtai ned
from OCC.

81951.155 County and/or D strict Ofice actions

(a) Funds renmining in supervised bank accounts . Wen a borrower is
ready to pay a loan in full, any funds renaining in the supervi sed bank
account will be withdrawn and remtted for application to the borrower's
account. If the entire principal of the loan is refunded after the |oan
is closed, the borrower will be required to pay interest fromthe date
of the note to the date of receipt of the refund.

(b) Determning amount to be collected . The anount to be collected for
payrment in full of all |oans nade by the applicable Agency will be
obt ai ned by accessing the Al screen on the conputer termnal. Requests

for payoff bal ances on all accounts will be furnished in witing in a
format simlar to Exhibit A of this subpart (available in any Agency
office). As in Exhibit A the format used should require verification
of the payoff anmount by two enpl oyees in the servicing office.

(c) Delivery of satisfaction, notes, and ot her docunents . The County
Supervisor will process and forward Form RD 451-2, "Schedul e of

Rem ttances," covering the renittance which paid an account in full, to
the Finance Ofice. In an unusual case where circunstances require

delivery of an insured prom ssory note that is held by a private hol der
the Finance Ofice will automatically request the investor to forward
the note to the County Supervisor. |If the County Supervi sor does not
receive the note within 30 days, the Finance Ofice will be notified to
follow up on the request. Wen the insured note is forwarded to the
County Supervisor, the paid note may be returned to the borrower and the
nortgage securing it may be satisfied in accordance w th paragraphs (c)
(1) and (2) of
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RD I nstruction 1951-D
§1951. 155 (c) (Con.)

this section. The County Supervi sor nmay obtain advice from O3C (through
the State Ofice) if there are questions concerning the above

provi sions. Security satisfactions/releases will conformto the

requi renents under State |laws and as suppl enented by State suppl enents.
In a situation where an RHloan is paid in full and there is a paynent
assi stance recapture receivabl e bal ance that the borrower elects to

del ay repayi ng, the amount of subsidy to be repaid will be determ ned
when the principal and interest balance is paid. The nortgage securing
the RHCDS, RBCDS, RUS, and/or CFSA debt will not be rel eased of record
until the total amount owed the Government is repaid. To permt
graduation or refinancing by the borrower, the nortgage securing the
subsi dy owed nay be subordinated in accordance with the conditions in
subpart C of part 1965 of this chapter. (Revised 10-27-95, SPECI AL PN)

(1) County Supervisors receiving final paynents in a form other
than cash, U S. Treasury check, cashier's check, certified check,
nmoney order, bank draft, or check issued by an institution
determned by the RHCDS to be financially responsible, will not

rel ease the nortgage and paid note until after a 30-day waiting
period. The payrment in full of the account(s) will then be verified
by a transaction record received fromthe Finance Ofice and/or
confirmation through access of the borrower's account under the

Aut omat ed D screpancy Processing System (ADPS). |If other

i ndebt edness to RHCDS is not secured by the nortgage, the County
Supervisor will execute the satisfaction or release. Wen the
stanped note is delivered to the borrower, the County Supervi sor
will also deliver the real estate nortgage and related title papers
such as title opinions, title insurance binders, certificates of
title, and abstracts which are the property of the borrower. Any
wat er stock certificates or other securities that are the property
of the borrower will be returned to the borrower. Al so, any
assignnents of inconme will be termnated as provided in the

assi gnnent formns.

(2) Delivery of docunents at the tinme of final paynent wll be nade
when payrment is in the formof cash, US Treasury check, cashier's
check, certified check, noney order, bank draft, or check issued by
an institution determned by RHCDS to be financially responsible.
The RHCDS will not accept payment in the formof foreign currency,
foreign checks or sight drafts. The County Supervisor will conplete
the "County O fice Use" section of Exhibit A of this subpart upon
recei pt of final paynent. The County Supervisor will execute the
satisfaction or rel ease (unless other indebtedness to RHCDS i s
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RD I nstruction 1951-D
8§1951. 155 (c)(2) (Con.)

covered by the nortgage) and mark the original note with a "paid-in-

full" | egend based upon receipt of the full paynent bal ance of the
borrower's account(s), conputed as of the date final paynent is
received. In unusual cases where an insured prom ssory note is held

by a private holder, the County Supervisor can rel ease the nortgage
and deliver the note when it is received. After processing the
remttance which paid the account in full, the Finance Ofice wll
request the investor to forward the note to the County Supervisor.
When the paid note is delivered to the borrower, other documents
will be delivered at the sane tine.

(d) Method of delivery . Wen docunents are delivered to the borrower,
if atransmttal is used, FormRD 140-4, "Transmttal of Docunents,"

wi Il be prepared and used for that purpose as provided for in the Forns
Manual Insert (FM).

(e) Receipt for final paynent . Form RD 451-1, "Acknow edgenment of Cash
Payment,"” will be prepared as provided in Subpart B of this part, and
the FM for preparing receipts.

(f) GCost of recording or filing of satisfaction . |If State |law requires
the recording or filing of a satisfaction by the nortgagee, it will be
acconpl i shed as provided in the State supplenment. Any cost required to

be paid by the Governnent will be paid by voucher in the manner provided
in RD Instruction 2024-E. Qherw se, the formof satisfaction will be
delivered to the borrower for recordation at the borrower's expense.

(g) Property insurance . Wen the borrower's |oan has been paid in full
and the satisfaction or rel ease of the nortgage has been executed, the
County Supervisor and/or District Director is authorized to rel ease the
nortgagee interest in the insurance policy as provided in subpart A of
part 1806 of this chapter (RD Instruction 426.1).

(h) Notice to holder . For insured | oans, the Finance Ofice will
prepare Form RD 451-20, "Notice and Acknowl edgenent of Final Paynent,"
with all of Section | conpleted, including the address of the
appropriate County Supervisor. The Finance Ofice will check the
appropriate block in Section Il and forward an original and one copy to
the hol der and one copy to the appropriate County Supervisor. Wien the
original executed Form RD 451-20 is received by the County Supervi sor,
the original will be substituted for the copy. |If the original executed
copy is not received within 30 days after receipt of the copy, the
County Supervisor will so notify the investor shown on Form RD 451- 20.
If the docunents are not received after the contact by the County
Supervi sor, the Finance O'fice should be notified.
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§1951. 155 (Con.) RD I nstruction 1951-D

(i) CQutstanding | oan bal ance(s) . The County Supervisor will attenpt to
col l ect any account balance(s) that may result froman error by FrHA in
handl i ng final paynents according to paragraph (b) of this section. |If

coll ection cannot be made, the debt will be settled according to Subpart
B of Part 1956 of this chapter or reclassified to collection-only. A
defici ency judgnent may be considered if the balance is a significant
anount ($1,000 or nore) and the borrower has known assets.

81951. 156 Final paynent of insured farm ownershi p account when note and
security instrunent are held by the | ender

For an insur ed FO borrower whose note and security instrunent are held by
a lender (and the security is not under a trust assignment or declaration or
trust), the follow ng additional actions will be taken:

(a) UWpon receipt fromthe | ender of the prom ssory note marked "pai d-
in-full,” the original security instrument, and the instruments of
satisfaction or rel ease, the County Supervisor will deliver to the
borrower the note and ot her docunents as provided in 81951. 155 (d) of
this subpart. FormRD 451-18, "Consent and Rel ease of Interest of
United States (I nsured Farm Oanership Loans),” will also be prepared and
distributed in accordance with the FM.

(b) If a situation develops that is not covered by this section, the
borrower's County Ofice case file will be forwarded to the State
Director for assistance and special instructions. The State D rector
will consult with O3C before providing such instructions.

81951. 157 Redel egation of Authority .

County Supervisors and District Directors are authorized to redel e gate to
County and District Ofice enployees listed in Exhibit B of Subpart B of this
part (available in any FrHA office), the authority to execute rel eases and
satisfactions in accordance with this subpart, provided it is determned that
the individual to whom such authority is being redel egated has had sufficient
trai ning and experience to properly exercise such authority.

§81951. 158 - 1951. 200 [ Reser ved]

Attachnment: Exhibit A
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RD I nstruction 1951-D
Exhi bit A

SAMPLE FORNMAT

To: Dat e:

These figures represent the estinmated payoff anount subject to confirnation
upon recei pt, on the account of:

(Borrower's name and case nunber)

(Borrower's Address)
as of

Principal bal ance(s)

I nt erest bal ance(s)

Subsi dy recapture

Total (all | oans)

Dai ly interest accrua

This figure is based on informati on provided. A change in any of the nmany
variabl es involved in determning a payoff that includes recapture could
result in a significant change in the above payoff anount.

If there will be a request for the rel ease of security instruments when
payment in full is tendered, the final paynent nmust be in the formof cash or
sone ot her type considered by FnHA to represent a form of cash paynent.

G herwi se, security instrunents will be rel eased after processing of the fina
payment .

Si ncerely,

County Supervi sor
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RD I nstruction 1951-D
Exhibit A
Page 2

*County O fice Use:
Verification of the accuracy of the figures contained herein has been
performed through the review of any pendi ng, unprocessed or discrepancy itens.

Total owed on the |oan account(s) as of 19 is
$

Signature and Title of Verifier Dat e
Signature and Title of Verifier Dat e

*This section is to be conpleted after the final payment is received in the
County Ofice. Qperator should page through all status screens for borrower
until the Account Information (Al) screen shows "No nore | oans for requested
case nunber."
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